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1. Purpose. The purpose of this AL is to establish interim policies on the
reasonableness of Management and Operating ("M&O") contractor litigation

\costs. 

11. Background. Under the allowable costs clause of the Department's M&O
contracts, attorneys' fees and other litigation costs are allowable only.
if reasonable and incurred in accordance with the Ljtigation and claims
clause. The policies set forth below are a prospective reference to aid
in Contracting Offjcers' determinations as to whether contractor
litigation costs under M&O contracts are reasonable.

The Department recognizes that these policies can be most effectively
achieved for pending cases through the cooperation of the contractors
and the law firms involved. The Department intends to work closely with
the contractors to ensure a smooth implementation that will not
compromise.the defense of pending matters.

III. Guidance. These policies apply to reimbursement of present and former
M&O contractors for amounts paid to outside law firms and consultants
("outside firms") in connection with litigation to which the contractor
is a party, except to the extent the contractor's own litigation
procedures or current retainer agreements contain more cost-restrictive
provisions. The Contracting Officer, or his or ·her designated
repres.entative (hereinafter ."Contracting Officer"), may, after
consultation with Department counsel; authorize an exception to the
policies described below based upon economy, the ir>terests of the
Government, or other good cause .. These pol,icies may be modified, from
time to time, as the Department determines appropriate. The Contracting
Officer has authority to exclude from these policies cases.whose
expected costs of defense are less than $25,000 and/or routine matters
















